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VERIFICATION

The undersigned, KARL R. BLETZACKER, being duly sworn, deposes and says he is
Director, Fundamental Analysis for American Electric Power, that he has personal
knowledge of the matters set forth in the forgoing responses for which he is the identified
witness and that the information contained therein is true and correct to the best of his
information, knowledge, and belief.
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KARL R. BLET@@R/‘

STATE OF OHIO )
) CASE NO. 2011-00401
COUNTY OF FRANKLIN )

Subscribed and sworn to before me, a Notary Public in and before said County
and State, by Karl R. Bletzacker, this the \™*>* day of February 2012.
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VERIFICATION

The undersigned, John M. McManus, being duly sworn, deposes and says he is Vice
President Environmental Services for American Electric Power, that he has personal
knowledge of the matters set forth in the forgoing responses for which he is the identified
witness and that the information contained therein is true and correct to the best of his
information, knowledge and belief
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J o{m M. McManus

STATE OF OHIO )
) CASE NO. 2011-00401
COUNTY OF FRANKLIN )

Subscribed and sworn to before me, a Notary Public in and before said County
and State, by John M. McManus, this the _ /¢ day of February 2012.
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VERIFICATION

The undersigned, Lila P. Munsey, being duly sworn, deposes and says she is the
Manager, Regulatory Services for Kentucky Power, that she has personal knowledge of
the matters set forth in the forgoing responses for which she is the identified witness and
that the information contained therein is true and correct to the best of her information,
knowledge, and belief
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LilaP. Munsey

COMMONWEALTH OF KENTUCKY )
) CASE NO. 2011-00401
COUNTY OF FRANKLIN )

Subscribed and sworn to before me, a Notary Public in and before said County
and State, by Lila P. Munsey, this /’7%'day of February 2012.
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VERIFICATION

The undersigned, ROBERT L. WALTON being duly sworn, deposes and says he is
Managing Director Projects and Controls for American Electric Power, that he has
personal knowledge of the matters set forth in the forgoing responses for which he is the
identified witness and that the information contained therein is true and correct to the best

of his information, knowledge and belief :
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ROBERT L. WALTON

STATE OF OHIO )
) CASE NO. 2011-00401
COUNTY OF FRANKLIN )

Subscribed and sworn to before me, a Notary Public in and before said County
and State, by Robert L. Walton, this the \<g __ day of February 2012.
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VERIFICATION

The undersigned, SCOTT C. WEAVER, being duly sworn, deposes and says he is
Managing Director Resource Planning and Operation Analysis for American Electric
Power, that he has personal knowledge of the matters set forth in the forgoing responses
for which he is the identified witness and that the information contained therein is true
and correct to the best of his information, knowledge and belief

SCOTT C. WEAVER

STATE OF OHIO )
) CASE NO. 2011-00401
COUNTY OF FRANKLIN )

Subscribed and sworn to before me, _ﬁNotary Public in and before said County
and State, by Scott C. Weaver, this the “Q day of February 2012.
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VERIFICATION

The undersigned, Ranie K. Wohnhas, being duly sworn, deposes and says he is the
Managing Director Regulatory and Finance for Kentucky Power, that he has personal
knowledge of the matters set forth in the forgoing responses for which he is the identified
witness and that the information contained therein is true and correct to the best of his

information, knowledge, and belief

Ranie K Wohnhas

COMMONWEALTH OF KENTUCKY )
) CASE NO. 2011-00401
COUNTY OF FRANKLIN

—

Subscribed and sworn to before me, a Notary Public in and before said County
and State, by Ranie K. Wohnhas, this the 12" day of February 2012.
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KPSC Case No. 2011-00401
KIUC Second Set of Data Request
Dated February 8, 2012

Item No. 1

Page 1 of 1

Kentucky Power Company

REQUEST

Referto the Company’s response to Sierra 1-28 and the SL cost estimates.

a.

Please provide the base year for the dollar estimates.

b. Refer to SL estimate number 30711D for the dry scrubber of $571 million excluding
AFUDC. Please reconcile the Company’s cost estimate in this proceeding with the
referenced SL estimate. Provide the major cost differences and a detailed
explanation/description of each such cost difference

RESPONSE

a. The estimates contained within Table ES-1 are presented in nominal 2010 dollars.
The estimates contained within Table ES-2 have been escalated by S&L to reflect
as-spent dollars.

b. The S&L estimate number 30711D for the dry scrubber of $571 M reflects utilizing

spray dryer absorber (SDA) technology combined with a fabric filter burning a 3
Ib/mmBTU SO2 coal and maintaining in service the existing precipitator. This
estimate is not directly comparable to KPCo's proposed dry scrubber system,
consisting of Alstom's proprietary NID technology with an integral fabric filter
burning up to a 4.5 Ib/mmBTU coal without use of the existing precipitator, because
they are two different technologies.

WITNESS: Robert L Walton






KPSC Case No. 2011-00401

KIUC Second Set of Data Requests
Dated February 8, 2012

Item No. 2

Page 1 of 5

Kentucky Power Company

REQUEST

Refer to the Company’s response to Staff 1-48.

C.

Please provide a copy of all assumptions used in each of the scenarios
summarized in this response.

Refer to Attachment 1 page 3 of 12. Please explain what the amounts in the
column entitled “Contract Revenue” represent and provide a description of how
the amounts in this column were derived. Provide a copy of all assumptions and
source documents relied on.

Refer to Attachment 1 page 3 of 12. Please explain what the amounts in the
column entitled “Market Revenue (Cost)” represent and provide a description of
how the amounts in this column were derived. Provide a copy of all assumptions
and computations, including, but not limited to, the mW and mWh purchased and
sold and the pricing for the capacity and energy. In addition, provide a copy of all
source documents relied on for pricing the purchases and sales.

Refer to Attachment 1 page 3 of 12. Please explain what the amounts in the
column entitled “Carrying Charges” represent and provide a description of how
the amounts in this column were derived, including any levelization methodology
that was used to derive the same amounts for multiple years. Provide a copy of
all assumptions, computations, and source documents relied on, including the
cash flows by project, the rate of return or “carrying charge” rate applied and the
derivation of those rates, depreciation rates, tax rates, and all other assumptions
incorporated in the amounts in this column whether by direct input or
computation.

Refer to the column entitled “Carrying Charges” on Attachment I page 3 of 12.
Please explain why the amounts went up from 155,093 in the years 2020-2024 to
257,945 in the years 2025-2030, and then down to 146,766 in the years 2031-
2040. Provide the computations of each of these amounts, including all
assumptions and electronic workpapers with formulas intact.
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KPSC Case No. 2011-00401

KIUC Second Set of Data Requests
Dated February 8, 2012

Item No. 2

Page 2 of 5

Refer to Attachment 1 page 3 of 12. Please explain what the amounts in the
column entitled “Incremental O&M” represent and provide a description of how
the amounts in this column were derived, including any specific increases
included in 2040. Provide a copy of all assumptions and source documents relied
on.

Refer to Attachment 1 page 3 of 12. Please explain what the amounts in the
column entitled “Market Value of Allowances Consumed” represent and provide
a description of how the amounts in this column were derived. Provide a copy of
all assumptions and source documents relied on.

Refer to Attachment 1 page 3 of 12. Please explain what the amounts in the
column entitled “Value of ICAP” represent and provide a description of how the
amounts in this column were derived. Provide a copy of all assumptions and
source documents relied on.

Refer to Attachment 1 page 3 of 12. Please provide the derivation of the discount
rate used to compute the CPW of the revenue requirements. Provide a copy of all
assumptions, computations, and source documents relied on.

Refer to Attachment 1 page 3 of 12. Please explain what the amounts in the
column entitled “Capital Expenditures” represent and provide a description of
how the amounts in this column were derived. In addition, please explain why the
amounts in this column are the same as the amounts in the column entitled
“Carrying Charges.” Provide a copy of all assumptions and source documents
relied on.

Refer to Attachment 1 page 11 of 12. Please explain what the amounts in the
column entitled “Market Revenue (Cost)” represent and provide a description of
how the amounts in this column were derived. Provide a copy of all assumptions
and computations, including, but not limited to, the mW and mWh purchased and
sold and the pricing for the capacity and energy. In addition, provide a copy of all
source documents relied on for pricing the purchases and sales.

RESPONSE

a.

A copy of the assumptions used in each of the scenarios summarized in this
response may be found in the following files on the accompanying CD:

File BS2 and NEW RESOURCE ALTERNATIVES (CONFIDENTIAL or
REDACTED).PDF provides the assumptions made for the four Big Sandy
alternatives and any capacity addition alternatives utilized in the Strategist
analysis.



KPSC Case No. 2011-00401

KIUC Second Set of Data Requests
Dated February 8, 2012

Item No. 2

Page 3 of 5

File FT-CSAPR BASE GAF (CONFIDENTIAL or REDACTED).PDF provides
all of the Company's generation, transaction and market assumptions for the FT-
CSAPR ('BASE'") commodity price forecast.

File FT-CSAPR EARLY CARBON GAF (CONFIDENTIAL or
REDACTED).PDF provides all of the Company's generation, transaction, and
market assumptions for the FT-CSAPR EARLY CARBON commodity price
forecast.

File FT-CSAPR HIGHER BAND GAF (CONFIDENTIAL or REDACTED).PDF
provides all of the Company's generation, transaction, and market assumptions for
the FT-CSAPR HIGHER BAND commodity price forecast.

File FT-CSAPR LOWER BAND GAF (CONFIDENTIAL or REDACTED).PDF
provides all of the Company's generation, transaction, and market assumptions for
the FT-CSAPR LOWER BAND commodity price forecast.

File FT-CSAPR NO CARBON GAF (CONFIDENTIAL or REDACTED).PDF
provides all of the Company's generation, transaction, and market assumptions for
the FT-CSAPR NO CARBON commodity price forecast.

File LOAD FORECAST.PDF provides all of the Company's load forecast
assumptions used in the Strategist analysis.

The amounts reflected in the column entitled "Contract Revenue" on Attachment
1 page 3 of 12 of the response to Staff 1-48 represent the Company's net revenue
from off-system contract transactions. The Contract Revenue is derived by taking
the Company's contract sales revenue less contract purchase cost less emergency
energy purchase cost. The amounts in the "Contract Revenue” column were
derived from outputs in the Strategist model. See response to KIUC 2.2 (a) for
all assumptions and source documents.

The amounts reflected in the column entitled "Market Revenue (Cost)" represent
the Company's net revenue or cost from transacting with the PJM hourly energy
market. The PJM hourly energy market price forecasts are developed by AEP's
Fundamental Analysis group. On Attachment 1 page 3 of 12 of the response to
Staff 1-48 "Market Revenue (Cost)" is derived by taking the Company's market
energy sales revenue less Company's market energy purchase costs. The
computations for arriving at the "Market" energy sales revenue and energy
purchase costs are proprietary and confidential Strategist model algorithms. See
Attachment 1 page 4 of 12 of the response to Staff 1-48 columns "Market
Purchases" and "Market Sales” for amount of energy purchased and sold in the
PJM houtly energy market. See response to KIUC 2.2 (a) for all assumptions
and source documents. The pricing source for "Market" energy sales can be found
on Attachment C of this response.
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KPSC Case No. 2011-00401

KIUC Second Set of Data Requests
Dated February 8, 2012

Item No. 2

Page 4 of 5

The amounts reflected in the column entitled "Carrying Charges" represent
Strategist model's calculation of the Company's annual levelized carrying charge
attributed to the addition of emission retrofits and new generating capacity. The
capital cost from Witness Weaver's testimony Table 2, along with a construction
escalation, levelized fixed charge rate, and book life were input in the model.
Strategist then uses a levelized capital cost amortization method to develop a
stream of annual levelized carrying costs for each option. The carrying costs for
these options were then summed up to arrive at the "Carrying Charges" column
on Attachment 1 page 3 of 12 of the response to Staff 1-48. See response to
KIUC 2.2 (a) for all assumptions and source documents.

The "Carrying Charges" on Attachment 1 page 3 of 12 of the response to Staff 1-
48 increase from 155,093 to 257,945 due to the addition of a combined-cycle in
2025. The values then decrease to 146,766 after the 15 year recovery of the Big
Sandy 2 DFGD capital costs is completed. The computations for arriving at the
"Carrying Charges" are proprietary and confidential Strategist model algorithms.

The amounts reflected in the column entitled "Incremental O&M" represent a
delta of the sum of fixed and variable o&m between two individual cases, the
DFGD Option 1 on Attachment 1 page 3 of 12 of the response to Staff 1-48 and
another case with only those additions already present in 2011. A component of
the fixed o&m is ongoing capital costs which are recovered through an annual
carrying charge. The increased amount in 2040 represents the "terminal" value
(i.e. CPW), from the recovery of any carrying charges that would continue past
2040 for all ongoing capital costs. See the accompanying CD to the response to
KIUC 2.2 (a) for all assumptions and source documents.

The amounts in the column entitled "Market Value of Allowances Consumed" on
Attachment 1 page 3 of 12 of the response to Staff 1-48 represent Strategist
model's calculated output of Company's total emission cost. The amounts in this
column were derived by Strategist. See response to KIUC 2.2 (a) for all
assumptions and source documents.



KPSC Case No. 2011-00401

KIUC Second Set of Data Requests
Dated February 8, 2012

Item No. 2

Page 5 of 5

h. The amounts in the column entitled "Value of ICAP" on Attachment 1 page 3 of
12 of the response to Staff 1-48 represent the Company's revenue or cost from
transacting with the PJM capacity market. The Company must maintain enough
installed capacity to meet the PJM minimum reserve margin requirement. If the
Company's reserve margin drops below the required PJIM minimum reserve
margin target, this column represents the cost of purchasing capacity from the
PIM capacity market to meet that target. In addition, this column represents the
revenue from selling the Company's excess capacity above the minimum reserve
margin into the PJIM capacity market. The price of the PJM market capacity is
based on the AEP Fundamental Analysis group's forecast of AEP GEN HUB
nominal capacity prices. The amounts in this column were derived by multiplying
Attachment 1 page 3 of 12 columns "Surplus MW" by "ICAP Value $/MW-wk"
by the number of weeks in an year. The pricing source for "Value of ICAP" can
be found on Attachment A of this response.

1. The derivation of the discount rate used to compute the CPW of revenue
requirements on Attachment 1 page 3 of 12 of the response to Staff 1-48 is AEP's
weighted average cost of capital of 8.64% can be found in Attachment B of this
response.

j. The amounts in the column entitled "Capital Expenditures" represent Company's
"Carrying Charges". See response to KIUC 2.2d for a description of "Carrying
Charges.” "Capital Expenditures" are an internal reporting break out of the
“Carrying Charges.” The amounts in column "Capital Expenditures” are
duplicate and not a component reflected in the CPW on Attachment 1 page 3 of
12 of the response to Staff 1-48.

k. See response to KIUC 2.2. c.

WITNESS: Scott C Weaver
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KPSC Case No. 2011-00401

KIUC Second Set of Data Requests
Dated February 8, 2012

Item No. 3

Page 1 of 1

Kentucky Power Company

REQUEST

Refer to Exhibit SCW-2 page 2 of 2. The pricing scenarios are based on assumptions that
natural gas prices and coal prices move in the same direction even if not in direct
proportion. Please provide a copy of all analyses that address a sustained lower price
band (compared to the CSAPR) for natural gas prices combined with a sustained higher
price band for coal prices such as the CSAPR or higher band shown on this exhibit. If
the Company has not performed such an analyses or quantitative sensitivities, then please
explain why it has not done so.

RESPONSE

The Company has not performed analyses or quantitative sensitivities with sustained
lower natural gas prices coupled with sustained higher coal prices. The Company
determined it was unnecessary to do so because coal and natural gas prices have
historically been correlated, that is, coal and natural gas prices rise and fall in unison
largely because of their competition and easy substitution as fuel for electric generation.

WITNESS: Karl R Bletzacker






KPSC Case No. 2011-00401

KIUC Second Set of Data Requests
Dated February 8, 2012

Item No. 4

Page 1 of 1

Kentucky Power Company

REQUEST

Refer to the Company’s response to Staff 1-12. Please provide a copy of all analyses that
address the ability of the Big Sandy 2 plant to continue to operate as long as 70 years
from commercial operation to retirement. Please provide a copy of all assumptions,
computations, and source documents, including, but not limited to, internal
correspondence. For all such analyses, provide a description of the reason the analyses
was undertaken, by whom (names, positions, departments), and how the analyses was
used or if it was not used.

RESPONSE

KPCo, on an annual basis, conducts a generating unit review where subject matter
experts from Big Sandy Plant and AEP's Engineering Services organization produce a
"Facilities Health Report." Please see the Company's response to Staff's First Set of Data
Requests Item No. 39(g-h) Attachments 2 through 4 for this report. The report
documents the existing conditions of significant unit components which could have a
material effect on unit availability and longevity and provides recommendations to
address any significant issues over a ten-year planning horizon.

With appropriate ongoing maintenance and prudent and timely capital investment, Big
Sandy Unit 2 is expected to attain a 70 year service life. AEP currently either owns
outright or has majority interest in 12 units that are 54-60 years old. Ten of these are
being retrofit with FGD technology after 57 years of service. AEP also has an additional
five units with greater than 60 years of service life, the oldest still generating after 68
years. If is not inconsistent with this experience to anticipate that Big Sandy Unit 2 could
operate for an additional 28 years.

Attachment 1 of this response, for which confidential treatment is being sought, is an
updated Facilities Health Report.

WITNESS: Robert L Walton
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KPSC Case No. 2011-00401

KIUC Second Set of Data Requests
Dated February 8, 2012

Item No. 5

Pagelofl

Kentucky Power Company

REQUEST
Please provide a copy of all analyses regarding the Company’s generation resource needs that

addresses the acquisition of coal-fired capacity from other AEP utilities, e.g. some or all of the
capacity of one or more of the Mitchell coal-fired units.

RESPONSE

Kentucky Power's analysis responsive to this request was provided in the Company's Response
to Sierra Club 1-52.

WITNESS: Ranie K Wohnhas
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Item No. 6

Page 1 of 2

Kentucky Power Company

REQUEST
Refer to the Company’s response to Staff 1-2 (a) and (b).
a. Please provide a copy of the most recent “replacement agreement.”

b. Please provide a copy of all analyses and/or the “estimated impacts” related to the
“replacement agreement.” Provide all assumptions, computations, studies, reports,
handouts, and internal correspondence.

c. Please provide the net book value of each of the Mitchell units, including common
facilities, at December 31, 2011.

d. If the Company were to acquire some or all of one more of the Mitchell units, would
the tax basis and the related ADIT also transfer to the Company or would the
Company’s tax basis be stepped up to the acquisition price?

RESPONSE

a. See the Company's response to KPSC 2-1. Section II of KPSC 2-1 Attachment 1
contains the proposed new Power Cost Sharing Agreement.

b. See KIUC 2-6 Attachment 1 and KIUC 2-6 Confidential Attachment 2 provided on
CD for the requested analysis.
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The following assumptions are included in the analysis:

Wheeling Power Company (WPCo) was merged with APCo and their hourly load
obligation was included in that of APCo. The wholesale contract between Ohio
Power and WPCo was terminated.

Ohio Power's share of Amos unit 3 was transferred to APCo.

Ohio Power's Mitchell units 1&2 were transferred to and split 80/20 between APCo
and KPCo.

The 12 months ending October 2011 was the period included in the comparison
Company loads and generation sources were the same between the two cases (current
East Pool and new PCSA) with the exception of adding the WPCo load to APCo and
the generation transfer of Amos 3 and Mitchell units 1&2.

The historic actual results that occurred under the current AEP East Interconnection
Agreement (East Pool) is used as the baseline for the analysis.

The same 12 months were re-settled as if the Company's proposed Power Cost
Sharing Agreement (PCSA) had been in affect. The inter-company (or Pool)
transactions settled as they would under Schedule B of the PCSA which is included in
the Company's 2/10/2012 FERC 205 filing.

The comparison then compares the baseline of the current East Pool to the simulated
results under the proposed PCSA for each of the new PCSA Member Companies.

c. See KIUC 2-6 Attachment 3 for the net book value of the Mitchell Generating
Plant. Note that the investment for Mitchell Plant is maintained on a total plant basis
so the investment by unit and common facilities is not available.

d. The existing tax basis of the Mitchell Generating Plant will be transferred along

with the ADIT.

WITNESS: Ranie K Wohnhas
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Kentucky Power Company

REQUEST

Refer to Staff 1-4 and the reference to the Company’s Application, which notes that the
Company anticipates retiring Big Sandy 1 by January 1, 2015.

a.

Under what circumstances could the Company continue to operate Big Sandy 1?7 For
example, could it continue operating the unit if Big Sandy 2 were shut down by
January 1, 2015 or by December 31, 20157 Please provide a copy of all analyses.

. How long could the Company continue to operate Big Sandy 1 if Big Sandy 2 were

shut down by January 1, 2014 or by December 31, 20147 Please provide a copy of all
analyses.

. How long could the Company continue to operate Big Sandy 1 if Big Sandy 2 were

shut down by January 1, 2015 or by December 31, 20157 Please provide a copy of all
analyses.

RESPONSE

a.

Kentucky Power will violate the Mercury and Air Toxics Standards (MATS) rule if it
operates Big Sandy Unit 1 and Big Sandy Unit 2 past its compliance deadlines without
the installation of updated emissions control technology. Regardless of whether Big
Sandy Unit 1 or Big Sandy Unit 2 is retired, both units must be in compliance with the
MATS rule by April, 2015 unless a compliance extension is granted. The MATS rule
is unit specific; therefore, each unit must independently meet the requirements of the
rule.

. See the response to part a.

. See the response to part a.

WITNESS: Ranie K Wohnhas
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Kentucky Power Company

REQUEST
Refer to the Company’s response to Staff 1-5 (c).
a. Please provide the same information for 2011.

b. Please indicate if the actual emissions and emission limits are applied to Big Sandy 1
and 2 individually or in the aggregate.

c. Please provide the same information for 2010 and 2011 under the assumption that Big
Sandy 1 continues to operate through 2014, but Big Sandy 2 is retired.

RESPONSE
a) The tons of NOx and SO, emitted at Big Sandy Units 1 and 2 during 2011 were:
Annual NOx (2011)

Unit 1 —2,438.7 tons
Unit 2 —4,190.0 tons

Annual SO, (2011)
Unit 1 -11,979.4 tons
Unit 2 —30,161.4 tons

Seasonal NOx (2011)
Unit 1 —-901.8
Unit 2 — 1,735.3

b) Under CSAPR, there are no “emission limits”. Each affected unit is allocated an
allowance budget, and that budget can be exceeded if additional allowances are
secured to cover the additional emissions. Allowances are maintained in an EPA
facility account which covers all affected units at a facility.

c) Historic emissions (2010 and 2011) would not change under the scenario where Big
Sandy 2 is retired and Unit 1 continues to operate.

WITNESS: John M McManus
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Kentucky Power Company

REQUEST
Refer to the Company’s response to Staff 1-6 (c).
a. Please provide the same information for 2011.

b. Please indicate if the actual emissions and emission limits are applied to Big Sandy 1
and 2 individually or in the aggregate.

c. Please provide the same information for 2010 and 2011 under the assumption that Big
Sandy I continues to operate through 2014, but Big Sandy 2 is retired.

RESPONSE
The Company assumes the reference is to Staff 1-6(b) and not Staff 1-6(c).

a) The emissions at Big Sandy for 2011 versus the 2012 and 2014 CSAPR allocations are
as follows:

Unit |
Annual NOx Seasonal NOx Annual SO,
2011 Emissions 2,438.7 901.8 11,9794
2012 Allocation 1,181 523 3,399
2014 Allocation 1,070 463 1,462

Using the above data, Unit 1 exceeds the budgeted allowances as follows:

S02
2012 SO, 252.4%
2014 SO, 719.3%

Anmnual NOx
2012 AnnNOx: 106.5%
2014 AnnNOx: 127.9%
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Seasonal NOx
2012 SeasNOx: 72.5%
2014 SeasNOx: 94.8%

Unit 2
Annual NOx Seasonal NOx Annual SO,
2011 Emissions 4,190.0 1,735.3 30,161.4
2012 Allocation 4,143 1,706 11,926
2014 Allocation 3,755 1,511 5,131

Using the above data, Unit 2 exceeds the budgeted allowances as follows:

50,
2012 SO 152.9%
2014 SO,:  487.8%

Annual NOx
2012 AnnNOx: 1.1%
2014 AnnNOx: 11.6%

Seasonal NOx
2012 SeasNOx: 1.7%
2014 SeasNOx: 14.8%

b) Emissions are monitored in the common stack (both units in aggregate). Emission
limits in Kentucky are typically reported on an individual unit basis.

¢) The request for part ¢ is unclear; however, based upon the Company's interpretation,

historic emissions (2010 and 2011) would not change under the scenario where Big
Sandy 2 is retired today and Unit 1 continues to operate.

WITNESS: John M McManus
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Kentucky Power Company

REQUEST

Are the various emission allowances allocated by the U.S. EPA tied to the individual
units or to the Company in the aggregate?

RESPONSE
Allowances are allocated by US EPA on an individual unit basis. However, the

allowances are placed into a facility account and are used to cover facility aggregate
e1issions.

WITNESS: John M McManus
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Kentucky Power Company

REQUEST

If Big Sandy 2 is retired, what happens to the various emission allowances allocated by
the U.S. EPA that no longer will be consumed at that unit? Are they available for use by
the Company or for sale to other parties?

RESPONSE

Under CSAPR, if a unit does not operate for two consecutive years, it will lose its
allowance allocation beginning in the fifth year after the first year that the unit does not
operate. At that time, the allowances are directed to the state's new unit set-aside budget.
Until that time, a company could use the CSAPR allowances from the retired unit
internally or sell to other parties.

WITNESS: John M McManus
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Kentucky Power Company

REQUEST
If Big Sandy 2 is retired, provide an estimate of the number of allowances allocated by
the U.S. EPA that will be available to the Company for use and/or sale by year, the

market value of these allowances, and all supporting documentation for the number of
allowances and the market value of these allowances.

RESPONSE

Under the current CSAPR, Big Sandy Unit 2 would receive the following allocations:

Vintage Year SO, Annual NOx Seasonal NOx
2012 11,926 4,143 1,706
2013 11,926 4,143 1,706
2014 5,131 3,755 1,511
2015 5,131 3,755 1,511

Because the CSAPR is currently stayed, there is not a representative market for these
allowances. Thus, an appropriate market value has not been established.

WITNESS: John M McManus
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Kentucky Power Company

REQUEST
Refer to the Company’s response to Staff 1-20 and revised Exhibit LPM-2.

a. Please provide the Company estimate of the amount of environmental costs associated
with the projects in this filing that will be recovered through the Company’s retail base
rates.

b. Please provide the estimated filing date for the Company’s next base rate increase.

RESPONSE

a. The Company anticipates recovering the environmental costs associated with the
projects in this filing through the environmental surcharge uniess the projects go into

effect at a time coincident with the filing of a retail base rate case.

b. At this time, the Company does not have an estimated filing date for the next base rate
case.

WITNESS: Lila P Munsey
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Kentucky Power Company

REQUEST

‘Refer to the Company’s response to Staff 1-45 and the Base Fleet Transition CSAPR
Commodity Pricing scenario results shown on Attachment 1 page 3 of 12 to the
Company’s response to Staff 1-48. Is the additional station load for the DFGD reflected
in the amounts in the “Fuel Cost” and/or any other columns shown on Attachment 1 page
3 of 12 to the Company’s response to Staff 1-48? Please describe.

RESPONSE

Yes, the impacts of the DFGD parasitic load have been captured by reducing the capacity
modeled for Big Sandy 2. The reduction in Big Sandy 2 capacity could impact the "Fuel
Cost" by causing other KPCo units to run more to meet KPCo's load which would in-turn
impact Incremental O&M due to changes in Variable O&M costs. However, if
purchasing energy from the PJM market in any hour was more economic than increasing
KPCo's generation, then Market Revenue/(Cost) could also be impacted. Any change in
KPCo's generation would also impact Market Value of Allowances Consumed due to
changes in unit emissions.

WITNESS: Scott C Weaver
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Kentucky Power Company

REQUEST

Refer to the Company’s response to Staff 1-45, which addresses the discontinued use of the
ESPs.

a.

b.

o

Please provide the gross plant, accumulated depreciation, and related ADIT of the ESPs at
December 31, 2011.

Please provide the annual depreciation rate and annualized depreciation expense on the
ESPs using gross plant at December 31, 2011.

Please provide the actual O&M expense for the ESPs by FERC O&M expense account for
2011. Further separate these amounts into fixed, variable, and consumables expense.

Please provide the decommissioning and demolition cost of the ESPs and indicate if these
costs are included in the Company’s cost estimate for the DFGD projects.

RESPONSE

The detailed ESP gross plant cost and accumulated depreciation is not readily available.
Property other than mass Distribution investment in accounts 364-373 is maintained in the
Company's continuing property records by record unit where the record unit is defined as
the account title (the record unit for account 312, Boiler Plant Equipment is defined as
"Boiler Plant Equipment"). Therefore, further detailed categorization of the equipment in
this account and other Steam Generation Plant accounts is not available. FERC Order No.
598 permits utility companies to keep their property records at a record unit level and book
estimated retirements.

The Company is currently developing an estimate to answer the request, however, it can
not provide the estimate at this time. The Company expects to provide the information in a
supplemental response no late than February 24, 2012.

The annual depreciation rate for equipment in Steam Production accounts 311-316 1s
3.78%. The annualized depreciation expense on the ESP's is not readily available (see the
Company's response a. above.
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c.  Big Sandy Unit 2 ESP O&M expense for 2011 was $26,958 under O&M FERC account
5120000. The Company does not classify O&M expenses into fixed or variable, but
traditionally it is assumed that 50% of maintenance cost is fixed and 50% is variable.

d. The Company expects that the precipitator will not be required following the NID
technology installation, and therefore would be removed as a part of this project. At this
point, the costs of decommissioning and retiring the existing precipitators have not been
estimated, although at current market prices the Company anticipates the scrap value will
approximate the cost of decommissioning and retiring the ESP.

WITNESS: Ranie K Woluthas
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Kentucky Power Company

REQUEST

Refer to the Company’s response to Staff 1-46. For each modification listed provide the
following information:

a. Indicate if the modification is included in the Company’s Big Sandy 2 DFGD cost
estimate in this filing.

b. Provide the amount for the modification included in the Company’s Big Sandy 2
DFGD cost estimate in this filing.

RESPONSE
a & b. The costs of the nine (9) listed modifications are included in the cost estimate.
Balanced Draft Modifications are estimated to cost approximately $63 M.

Modifications 2 through § are estimated to cost approximately $99 M in total with more
specific individual estimates to be developed as an activity during Phase I of the project.

Coal Yard Modifications are estimated to cost approximately $80 M.

WITNESS: Robert L. Walton
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Kentucky Power Company

REQUEST

Refer to the Company’s response to Staff 1-92. Please confirm that the Company will
“recover” the costs of CSAPR allowances through the System Sales Clause only to the
extent of its sharing and that any additional costs of CSAPR allowances will be recovered
through base rates due to lower net OSS margins reflected in the base revenue
requirement. Please explain your response.

RESPONSE

The Company recovers a portion of all approved environmental projects including
allowances through the System Sales Clause. Based on revenue, the 12-month average of
environmental costs, allocated to System Sales as filed in this proceeding is 10.88% as
shown in the testimony of Company witness Munsey, Exhibit LPM-5, column 7. Of this
percentage allocated to System Sales, only 60% is reflected in the amounts credited to or
collected from the retail customers through the System Sales Clause. The remaining 40%
of all environmental costs, including allowances allocated to system sales, is reflected in
base rates.

WITNESS: Ranie K Wohnhas
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Kentucky Power Company

REQUEST

Please provide an estimate of the Big Sandy 2 retrofit project costs that will be allocated
to OSS and not recovered through the System Sales Clause. Provide all assumptions,
computations, and workpapers, including electronic spreadsheets with formulas intact.

RESPONSE

Please see Attachments 1 and 2 of this Response. An Excel file with all computations
and workpapers, with formulas intact, is provided on the enclosed CD-ROM.

The Company used its December 2011 Environmental Surcharge filing as the basis for

demonstrating the allocation to OSS of its per-Application DFGD cost and associated
monthly expenses.

WITNESS: Ranie K Wohnhas
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ES FORM 1.00

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CALCULATION OF E(m) and SURCHARGE FACTOR

For the Expense Month of December 2011

CALCULATION OF E(m)

E(m) = CRR - BRR

LINE 1 {JCRR from ES FORM 3.00 $22,706,439
7 LINE k2H VB4rrr frq‘meS FORM 1.10 4,074,321
LINE 3 HE(m) (LINE 1 - LINE 2) $18,632,118
Kentucky Retail Jurisdictional Allocation Factor,
LINE 4 [ from ES FORM 3.30, Schedule of Revenues, LINE 1 83.0%
LINE 5 HKY Retail E(m) (LINE 3 * LINE 4) $15,464,658
LINE 6 §J(Over)/Under Recovery Adjustment from ES FORM 3.30 ($122,928)
LINE 7 pNet KY Retail E(m) (LINE 5 + LINE 6) $15,341,730
SURCHARGE FACTOR
LINE 8 | Net KY Retail E(m) (Line 7) $15,341,730
LINE 8 pKY Retail R(m) from ES FORM 3.30 $50,620,415
Environmental Surcharge Factor for Expense Month
LINE 10 fi(Line 8/LINE 9) 30.3074%

Effective Date for Billing:

Submiited By :

Title : Manager Regulatory Services

Date Submitted :

1/ Case No. 2009-00459, dated June 28, 2010

Page 1 of 24
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KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

BASE PERIOD REVENUE REQUIREMENT
For the Expense Month of December 2011

MONTHLY BASE PERIOD REVENUE REQUIREMENT

KPSC Case No. 2011-00401

KIUC's Second Set of Data Requests

Dated February 8, 2012
ltem No. 18, Attachment 1

ES FORM 1.10

Base Net
Environmental

Billing Month Costs

JANUARY $3,991,163
FEBRUARY 3,690,810
MARCH 3,651,374
APRIL 3,647,040
MAY 3,922,590
JUNE 3,627,274
JULY 3,805,325
AUGUST 4,088,830
SEPTEMBER 3,740,010
OCTOBER l 3,260,302
NOVEMBER 2,786,040
DECEMBER 4,074,321
TOTAL LJ $44,185,079

Page 2 of 24
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ES FORM 3.00

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
For the Expense Month of December 2011

CALCULATION OF CURRENT PERIOD REVENUE REQUIREMENT

LINE
NO. COMPONENTS

First Component: = Assaciated with Big Sandy Plant
((RB KP(C)) (ROR KP(C)}/12)} + OE KP(C)
1 ES FORM 3.10, Line 20 $22,657,545

Second Component: Associated with Rockport Plant
[((RB IM(C)) (ROR IM(C)/12)) + OE IM(C)
2 ES FORWM 3.20, Line 16 $48,894

Third Component: Net Proceeds from Emission Allowances Sales
AS
1) 802 - EPA Auction Proceeds received during
Expense Month $0

2) 802 - Net Gain or (Loss} from Allowance Sales,
in compliance with the AEP Inferim Allowance

Agreement, received during Expense Month $0
Total Net Proceeds from SO2 Allowances $0
1) NOx - ERC Sales Proceeds, received during Expense Month $0
2) NOx - EPA Auction Proceeds, received during Expense Month $0
3) NOx - Net Gain or Loss from NOx Allowances Sales, received
during Expense Month $0
Total Net Proceeds from NOx Allowances %0
3 Total Net Gain or (Loss) from Emission Allowance Sales S 30

4 HTotal Current Period Revenue Requirement, CRR Record
on ES FORM 1.00. $22,706,439
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ES FORM 3.10

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT
GOSTS ASSOCIATED WITH BIG SANDY

For the Expense Month of December 2011

LINE

COST COMPONENT

TdooNOObhWN S

Return on Rafe Base :
Utility Plant at Original Cost
Less Accumulated Depreciation
Less Accuim, Def. income Taxes
Net Utility Plant
S02 Emission Allowance inventory from £S FORM 3.11
ECR & NOx Emission Allowance Inventory from ES FORM 3.12
Cash Working Capital Allowance from ES FORM 3.13, Line 13
Total Rate Base
Weighted Average Cost of Capital -~ ES FORM 3.15
Monthly Weighted Avg. Cost of Capital (9) / 12
Monthly Return of Rate Base (8) * (10)
Operating Expenses :
Monthly Depreciation Expense
Monthly Catalyst Amortization Expense
Monthly Properly Taxes
Monthly Kentucky Alr Emissions Fee
Monthly Environmental AEP Pool Capacity Costs
from ES FORM 3.14, Page 1 of 11, Column 5, Line 10
Monthly 2003 Plan Non-Fuel O&M Expenses from ES FORM 3.13
Monthly SO2 Emission Allowance Consumption
Total Operating Expenses [Line 12 thru Line 18]
Total Revenue Requirement - Big Sandy
Record on ES FORM 3.00, Line 1

$1,146,840,044
($73,795,871)

$1,032,165,273
$17,044,6801
$158,405
$237,942
$1,049,606,221

0.89%
$9,341,495

$5,888,309
$46,030
$124,642
$31,701

$1,573,350
$4,813,728
$838,290
$13.316,050

$22,657,545
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ES FORM 3.11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
S02 EMISSIONS ALLOWANCE INVENTORY
For the Expense Month of December 2011
M @ (&) &) 5
Allowance Cumulative
Activity in Cumulative Dollar Value Dollar Weighted
Month Balance of Activily Balance Average Cost
BEGINNING INVENTORY 754,608 $4,685,726 $6.209
Additions -
EPA Allowances 0] 474,169 30 $0 $0.000
Gavin Reallocation 0 94,744 30 $0 $0.000
P & E Transfers In 0 327,201 $0 $4,855,695 $14.840
Intercompany Purchases 41,774 109,405 § $12,341,570 § $33,456,375 $305.803
Other (List) 0 433,206 $0 || $67,152,857 $155.014
S02 Emissions Allowance
Adjustment 0 4,106 $0 ($1,700,982) (3414.267)
Withdrawals -
P & E Transfers Out 0] 11,382 $0 $836,106 $73.459
Intercompany Sales 0 59,987 $0 $4,855,950 $80.950
Off - System Sales 0 303,050 $0 | $29,780,273 $98.268
802 Emissions Allowance
Adjustment 8] 0 $0 $0 $0.000
S02 Emissions Allowances
Consumed By Kentucky Power - 1:1
(Year 2009 & Prior) 0 $0
S02 Emissions Allowances
Consumed By Kentucky Power - 21
(Years 2010 to 2014) 8,326 690,441 $838,230 | $55,932,741 $681.010
ENDING INVENTORY - Record
Balance in Column (4) on
ES FORM 3,10, Line 5 1,132,579 $17,044,601 $15.049
Expense Month Member Load Ratio for AEP/Kentucky Power 0.06598

Columns 1 and 2 -

Record the number of allowances in any transaction (purchase, sale, transfer) which occurred
during the Expense Month. Multiple fransactions for a given category are to be shown as the
total activily for that category during the Expense Month. For each transaction shown in
Columin 1, update the cumulative balance in Column 2,

Columns 3 and 4 -

For each transaction reflected in Column 1, record the total dollars of the transaction.
Multiple transaction for a given category are {o be shown as the fotal dollar amount for that
category during the Expense Month. For each fransaction shown in Column 3, update the
cumulative dollar balance in Column 4. Include transactions that total zero dollars. Record
amounts in whole dollars.

Column 5 -

Compute the Weighted Average Cost by dividing the Cumulative Dollar Bafance (Co. 4) by

the corresponding Cumulative Balance (Col. 2). Perform this calculation for the Beginning
Inventory, Ending Inventory and alf additions and withdrawals made during the Expense Month.
The Weighted Average Cost should be carried out to 3 decimal places.
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ESFORM 3.12A

SEASONAL NOx EMISSIONS ALLOWANCE INVENTORY

For the Expense Month of December 2011

9] 2) 1)) ) (5)
Allowance
Activity in Cumulative §Dollar Value offf  Cumulative Weighted
Month Balance Activity Dollar Balance | Average Cost
BEGINNING INVENTORY ] 30 $0.000
Additions -
EPA Allowances 0 37,003 30 $0
P&E Transfers In 0 0 %0
Intercompany Purchases 0 0 $0 $0 $0.000
Other (List) 0 0 30 30 $0.000
Withdrawals -
P & E Transfers Out 0 G $0 $0 $0.000
Intercompany Sales 0 0 30 50 $0.000
Off - System Sales 0 2,425 50 30 $0.000
ERC Consumed By Kentucky Power 0 930 §0 $0.000
NOx Consumed By Kentucky Power 0 23,693 $0 $0.000
ENDING INVENTORY - Record Balance in
Column (4) on ES FORM 3 10, Line 5 9,955 $0 $0.000

Columns 1 and 2 -

Record the number of allowances in any transaction (purchase, sale, fransfer) which occurred
dising the Expense Month. Multiple transactions for a given category are to be shown as the
total activity for that category during the Expense Month. For each transaction shown in
Column 1, update the cumulative balance in Column 2.

Columns 3and 4 -

For each transaction reflected in Column 1, record the total dollars of the fransaction.
Multiple transaction for a given category are to be shown as the total dollar amount for that
category during the Expense Month. For each transaction shown in Cotumn 3, update the
cumulative dollar balance in Column 4. Include transactions that total zero dollars. Record
arnounts in whole dollars.

Column 5 -

Compute the Weighted Average Cost by dividing the Cumulative Dollar Balance (Co. 4) by

the corresponding Cumulative Balance (Col. 2). Perform this calculation for the Beginning
nventory, Ending nventory and ail additions and withdrawals made during the Expense Month.
The Weighted Average Gost should be carried out fo 3 decimal places.

Note : For any sale or transfer of ERCs or NOx emission allowances, atfach to this report
documentation showing the currently available market prices for similar ERC or NOx allowances.

Total Early Reduction Credits (ERC) 930

Consumed:

June 2004 420

July 2004 510
Total Consumed 3930

Remaining Early Reduction Credits (ERC) 0
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ESFORM 3.12B

(U] &) 3) (4 (6]
Alfowance
Activity in Cumulative |} Dollar Value ofj Cumulative Weighted
Month Balance Activity Dollar Balance} Average Cost
BEGINNING INVENTORY 0 $0 $0.000
Additions -
EPA Allowances 0 44,729 $0 $0 $0.000
P&E Transfers In 0 0 $0 $0 $0.000
Intercompany Purchases 0 0 $0 $0 $0.000
External Purchases 0 3,480 $0 $2,023,690 $581.520
Other (List) 0 0 $0 $0 $0.000
Withdrawals -
P & E Transfers Out 0 $0 $0 #DIVIO!
Intercompany Sales a 30 $0 $0.000
Off - System Sales 0 30 $0 $0.000
NOx Consumed By Kentucky Power 25,885 $262,209 $1,865,285 $72.060
ENDING INVENTORY - Record Balance in
Column (4) on ES FORM 3.10, Line 5 22,324 $158,405 $7.096

Columns 1 and 2 -

Record the number of allowances in any fransaction (purchase, sale, transfer) which occurred
during the Expense Month. Multiple transactions for a given category are to be shown as the
total activily for that category during the Expense Month. For each transaction shown in
Column 1, update the cumulative balance in Column 2.

Columns 3 and 4 -

For each transaction reflected in Column 1, record the total dollars of the transaction.
Muttiple transaction for a given category are to be shown as the total dollar amount for that
category during the Expense Month. For each fransaction shown in Column 3, update the
cumulative dollar balance in Column 4. [nclude transactions that total zero dollars. Record

amounts in whole dollars.

Column 5 -

Compute the Weighled Average Cost by dividing the Cumulative Dollar Balance (Co. 4) by
the corresponding Cumulative Balance (Col. 2). Perform this calculation for the Beginning
Inventory, Ending Inventory and all additions and withdrawals made during the Expense Month.
The Weighted Average Cost should be carried out to 3 decimal places.



KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT

For the Expense Month of December 2011

KPSC Case No. 2011-00401

KIUC's Second Set of Data Requests
Dated February 8, 2012

Jltem No. 18, Attachment 1

ES FORM 3.13

N

© oo~ W,

—r -
-0

13

1987 Plan :
Monthly iKentucky Air Emissions Fee
Total Monthly AEP Pool
Environmental Capacity Costs
Monthly SO2 Allowance Consumption
Total 1997 Plan O&M Expenses

2003 Plan @
Monthly Varible Cladding at Big Sandy Unit 1
Monthly Urea Consumption af Big Sandy Unit 2
Monthly Catalyst Replacement at Big Sandy Unit 2
Monthly ERC & NOx Allowance Consumption
Equipment - Associated Operating Expenses
Equipment - Associaled Maintenance Expenses
Total 2003 Plan O&M Expenses

Total Monthly O&M Expenses

Gash Working Capital Allowance ( Line 12 X 1/8)

$31,701

$275,400
$838,290

$0
$485,032
$0
$262,209
$2,167
$8,737

$1,145,391

$758.145
$1.903,636

$237,942

Total Cost at Line 11 is to be recorded on ES FORM 3.10, Line 7.

Page 8 of 24



Worl
Description

Ammonia on Demand (AOD)
Hydrolizer (AOD)

SCR Boiler Outlet Ductwork
SCR Acoustic Horns

SCR NOX Monitoring

Total SCR
December 2011
0O & M Expense

Additional Operator Overtime During
The Ozone Season

Emission Testing Required Undey
Permit -
Operation
Maintenance

December 2011
O & M Expenses Filed

Kentucky Power Company
Environmental Equipment Operation and Waintenance Costs

December 2071
Cutside
Material Contract
Costs Labor
$2,389.00 $0.00
$2,280.00 $0.00
$0.00 $461.00
$554.00 $0.00
$209.00 30.00
$5,432.00 $461.00
$0.00 $0.00
$0.00 $0.00
$3,038.00 $0.00

KPSC Case No. 2011-00401

KIUC's Second Set of Data Requests
Dated February 8, 2012
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Misc

Other Total

Cosis Cosis
$0.00 $2,389.00
$0.00 $2,280.00
$0.00 $461.00
($195.00) $359.00
$0.00 $209.00
{$195.00) $5,698.00
$0.00 $2,167.00
$0.00 $0.00
$0.00 $3,039.00
$10,904.00



Line
No.
(N

3]
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KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
AEP POOL MONTHLY ENVIRONMENTAL CAPACITY COSTS

For the Expense Month of December 2011

Cost Component

@

Amos Unit No. 3 Environmental Cost to Kentucky Power
(FS FORM 3.14, Page 3 of 11, Line 26)

Cardinal Unit No. 1 Environmental Cost to Kentucky Power
(ES FORM 3.14, Page 4 of 11, Line 24)

Gavin Plant Environmental Cost {o Kentucky Power
(ES FORM 3.14, Page 5 of 11, Line 26)

Kammer Plant Environmental Cost to Kentucky Power
(ES FORM 3.14, Page 6 of 11, Line 20)

Mitchell Plant Environmental Cost to Kentucky Power
(ES FORM 3.14, Page 7 of 11, Line 23)

Muskingum River Plant Environmental Cost fo Kentucky Power
(ES FORM 3.14, Page 8 of 11, Line 20}

Sporn Plant Environmental Cost ta Kentucky Power
(ES FORM 3.14, Page 9 of 11, Line 20}

Rockport Plant Environmental to Kentucky Power
(ES FORM 3.14, Page 10 of 11, Column 5, Line 21)

Tanners Creek Plant
Environmental Cost to Kentucky Power
(ES FORM 3.14, Page 11 of 11, Line 20)

Tolal AEP Pool Monthly Environmental Capacity Costs
to Kentucky Power

Chio
Power
Company's
Enviranmental
Cost to KPCo

&)

$247,350

$168,300

$581,400

$5,100

$504,900

$48,450

$10,200

$1,565,700

Note: Cost in Colurnn 5, Line 10 is to be recorded on ES FORM 3.10, Line 16.

ES FORM 3.14
Page 1 of 11
Indiana
Michigan
Power
Company's
Environmental
Costto KPCuo Total
@ ®)
$2,550
$5,100
$7,650 $1,573,350
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ES FORM 3,14
Page 2 of 11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
AEP POOL MONTHLY ENVIRCNMENTAL CAPACITY COSTS
WORIKING CAPITAL ONLY
For the Expense Month of December 2011
maana
Ohio Michigan
Power Power
Company's Company's
(OPCo) {1801}
Line Environmental  Environmental
No. Cost Component Cost to KPCo Cost to KPCo Totaf
4] (2) {3) (4) (8
Amos Unit No. 3 Environmental Cost to Kentucky Power
1 (ES FORM 3.14, Page 3 of 11, Line 18) $360,717
Cardinal Unit No. 1 Environmental Cost to Kentucky Power
2 (ES FORM 3.14, Page 4 of 11, Line 17) $289,495
Gavin Plant Environmental Cost to Kentucky Power
3 (ES FORM 3.14, Page 5 of 11, Line 17) $6,890,170
Kammer Plant Environmental Cost to Kentucky Power
4 (ES FORM 3.14, Page 6 of 11, Line 10) $15,620
Mitchell Plant Environmental Cost to Kentucky Power
5 (ES FORM 3.14, Page 7 of 11, Line 16) $1,760,284
Muskingum River Plant Environmental Cost to Kentucky Power
6 (ES FORM 3.14, Page B of 11, Line 10) $197,607
Sporn Plant Environmental Cost to Kentucky Power
7 (ES FORM 3.14, Page 8 of 11, Line 10) $13,207
Rockport Plant Environmental to Kentucky Power
8 (ES FORM 3.14, Page 10 of 11, Columns 3 & 6, Line 10) 515,625
Rockport Plant Environmental to Kentucky Power
9 (ES FORM 3.14, Page 10 of 11, Columns 4 & 5, Line 10) $0
Tanners Creek Plant
Environmental Cost to Kenfucky Power
10 (ES FORM 3.14, Page 11 of 11, Line 10) $15,625
11 Subtotal 89,527,170 $31,250
Steam Capacily By Company -
12 OPGo (Golumin 3) / 1&M (Column 4) (lw) 8,003,000 5,414,000
13  Environmental Base (S/kw) $1.19 $0.01
14 Company Surplus Weighting 91.00% 9.00%
Portion of Weighted Average Capacity Rate Attributed
15  to Environmental Fixed Q&M Costs $1.08 $0.00
16  Kentucky Power Gapacity Deficit (kw) 256,000 255,000
17  Fixed O&M Environmental Cost to Kentucky Power $275,400 $0 $275,400

Note: Cost In Column 5, Line 17 is to be recorded on ES FORM 3.13, Line 2.
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ES FORM 3.14
Page 3 of 11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
OHIO POWER COMPANY (OPCo) - AMOS PLANT UNIT NO. 3
For the Expense Month of December 2011
INE
NO. COST AMOUNTS
1 HUtlity Plant at Original Cost $600,434,141
2 Member Primary Capacity Investment Rate (16.44% / 12) 1.37%
3  HTotal Rate Base $8,225,948
4 Ohio Power Company's Percentage Ownership ~ Environmental Investment 100.00%
5 HOPCo's Share of Cost Associated with Amos Unit No. 3 (3) X {4} $8,225,948
Operations :
& [{Disposal (5010000) $1,233
7 HUrea (5020002) $153,609
8 | Trona (5020003) $70,576
9 Hlime Stone (5020004) $141,287
10 HAir Emission Fee $10.292
11 |} Total Operations (Lines 6 thru 10) $376,997
Maintenance :
12 [ SCR Maintenance (5120000) $271,098
12§ Scrubber (FGD) Maintenance (5120000) 357.005
14 | Total Maintnenance (12) + (13) $328.103
15 §1/2 of Maintenance (14) * 50% $164.052
16 §Fixed O&M (11) + (15) $541,049
17 HOhio Power Company's Percentage Ownership - Q&M Cost 66.67%
18 HOPCo's Share of Q&M Cost Associated with Amos Unit No. 3 (18) X (17) $360.717
Total Revenue Requirement,
19 ¥ Cost Associated with Amos Unit No. 3 (5) + (18) $8,586,665
20 1 Ohio Power Company Steam Gapacity (kw) 8,003,000
21 HAmos Unit No. 3 Environmental Rate ($/kw) $1.07
22 {Ohio Power Surplus Weighing 91.00%
23 HPortion of Weighted Average Capacity Rate
Attributed to Amos Unit No. 3 SCR ($/kw) (21) * (22) $0.97
Amos Unit No. 3 Costs to Kentucky Power :
24 KAmos Unit No. 3 Portion ($/kw) (23) $0.97
25 HKentucky Power Capacity Deficit (kw) 255,000
Amos Unit No. 3 Environmental Cost to Kentucky Power (24) * (25)
26 H(ES FORM 3.14, Page 1 of 10, Line 1) $247,350
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KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT
OHIO POWER COMPANY (OPCo) - CGARDINAL UNIT 1

For the Expense Month of December 2011
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LINE

NO. COST AMOUNTS

1 Utility Plant at Original Cost $400,962,145

2 liMember Primary Capacity Investment Rate (16.44% / 12) 1.37%

3 i Total Rate Base $5,493,181
Operations :

4 BDisposal (5010000) $20,706

5 ElLime (5020001) $0

6 gUrea (5020002) $200

7 HTrona (5020003) $10,790

8 {Lime Stone (5020004} $189,341

9 [ Air Emission Fee $8,622

10 g Total Operations (Line 4 thru 8) $229,659
Maintenance :

11 HSCR Maintenance (5120000) 3444

12 H Scrubber (FGD) Maintenance (5120000) $119,228

13 | Total Mainfenance (13) + (14) $119,672

14 §1/2 Maintenance (15) * 50% $59,836

15 UFixed O&M (12} + (16) $289,495
Total Revenue Requirement,

16 i Cost Associated with Cardinal Unit No. 3 (3) + (17) $5,782.676

17 HOhio Power Company's Percentage Ownership 100.00%

18 EOPCo's Share of Cost Associated with Gardinal Unit No. 1 (18) X (18) $5,782,676

19 HOhio Power Company Steam Capacity (kw) 8,003,000

20 HCardinal Unit No. 1 ($/kw) $0.72

21 B Ohio Power Surplus Weighing 91.00%

22 #Partion of Weighted Average Capacity Rate
Attributed to Cardinal Unit No. 1 ($/kw) (22) X (23) $0.66
Cardinal Unit No. 1 Costs to Kentucky Power :

23 il Cardinal Unit No. 1 Portion ($7kw) (24) $0.66

24 i Kentucky Power Capacity Deficit (kw) 255,000
Cardinal Unit No. 1 Environmental Cost to Kentucky Power (25) * (26)

25 H{(ES FORM 3.14, Page 1 of 10, Line 2) $168,300
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ES FORM 3.14
Page 5 of 11

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT

OHIO POWER COMPANY (OPCo) - GAVIN PLANT (UNITS 1 & 2)

For the Expense Month of December 2011

LINE
NO. COST AMOUNTS
1 Utility Plant at Original Cost $964,148,720
2  BEMember Primary Capacity Investment Rate (16.44% /7 12) 1.37%
3 HTotal Rate Base $13,208,837
Operations :
4 §Sludge Disposal (5010000) $822,128
5 ELime (5020001) $3,625,177
6 RUrea (5020002) $1,081,797
7 ETrona (5020003) $619,699
8 [lime Stone (5020004) $520
9 pAir Emission Fee $34,047
10 flease (5070005) $0
11 BTotal Operations (Lines 4 thru 10) $6,194,268
Maintenance :
12 HSCR Maintenance (5120000} $97,464
13 # Scrubber Maintenance (5120000} $1.294,339
14 §Total Maintenance (12) + (13) $1,391,803
15 §1/2 of Maintenance (13) * 50% $695,902
16 [{Fixed O&M (11) + (15) $6,890,170
Total Revenue Requirement,
17 ECost Associated with Gavin Plant (3) + (17) $20,099,007
18 EOhio Power Company's Percentage Ownership 100.00%
19 HOPCo's Share of Cost Associated with Gavin Plant (17) X (18) $20,099,007
20 }{Ohio Power Company Steam Capacity (kw) 8,003,000
21 HGavin Plant ($/kw) $2.51
22 HOhio Power Surplus Weighing 91.00%
23 §Portion of Weighted Average Capacity Rate
Attributed to Gavin Plant ($/kw) (21) X (22) $2.28
Gavin Plant Costs to Kentucky Power :
24 HGavin Plant Portion ($/kw) (23) $2.28
25 HKentucky Power Capacity Deficit (kw) 255,000
Gavin Plant Environmental Cost to Kentucky Power (24) * (25)
26 H(ES FORM 3.14, Page 1 of 10, Line 3) $581,400
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KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUI